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WAGE AND SALARY STABILIZATION 


By James W. Havighurst, Partner, 
Thompson, Hine and Flory, Cleveland, Ohio 


shea SUBJECT discussed herein is the Administration’s effort 
to avoid the dire effects of uncontrollable rises in wages and 
salaries. Perhaps nothing will be added to the sum-total of knowl- 
edge on this subject. Most readers will probably have had access 
to the same sources of information as the author. Oftimes, 
however, a restatement of the same set of facts in different lang- 
uage serves to clarify certain points. 


Applicable Regulations 

I want to outline very briefly the statutes and regulations that 
must be kept in mind in connection with this subject. A question 
often asked is: “Can you give me a copy of the Regulations?” 
In this instance that is rather a naive question because in any 
study of the problems under the wage and salary regulation, it is 
now necessary to look in about sixteen different places. 

First, there is the Act of Congress passed on October 2, 1942, 
which gave certain authority to the President in this connection. 
There is the President’s Executive Order No. 9250 of the fol- 
lowing morning, Saturday, October 3, which immediately affected 
wages and had a certain effect on salaries, particularly those 
above $5,000 per year. The next important material is the regu- 
lation issued by Administrator Byrnes on October 27, which in 
some respects supersedes the Executive Order of October 3, al- 
though in most respects the Executive Order is still in full force 
and effect. 

The next bit of information in this field consists of the Gen- 
eral Orders of the National War Labor Board, of which there are 
twenty-nine at this writing. In addition, there are, of course, 
certain bulletins and releases of the National War Labor Board 
which contain further relevant information. “! 

Finally, there are the regulations issued by the Bureau of In- 
ternal Revenue which outline and define the field covered by the 
Salary Stabilization Unit in the salary regulation program. These 
regulations were issued in Washington on December 2, 1942. They 
will be discussed briefly a little later herein. 
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Special Provisions 

In general, the plan for wage-salary stabilization forbids em- 
ployers of more than eight persons to make increases or decreases 
in wage-salary rates in effect on October 3, 1942, unless approval 
of the National War Labor Board or the Salary Stabilization Unit 
of the Treasury Department has first been secured. However, 
in the case of salary rates below $5,000 per year, the “freeze date” 
is October 27, 1942—an anomaly resulting from the fact that the 
program had not been completely formulated when first announced 
on October 3, 1942. There are certain exceptions to the require- 
ment of governmental approval which will be discussed later in 
some detail. 

Finally, there is the much-bruited limitation of net salary to 
$25,000 per year, which did not become effective in 1942, but 
which will, unless modified, prevent payment in 1943 of more 
than $67,200 in salary to any individual, without governmental 
approval, regardless of his former salary rate. 

Attention will now be given to the jurisdiction of the govern- 
mental bodies whose approval is necessary to certain types of in- 
creases. In the first place, there is the National War Labor Board 
which has, as an adjunct, the regional offices of the Wage and 
Hour Division of the United States Department of Labor. It is 
important to consider the background of the National War Labor 
Board. It was an emergency agency, created just over a year ago, 
as a successor to the National Defense Mediation Board. The 
National War Labor Board, throughout its history and the history 
of its predecessor, has spent its time on the solution of wage dis- 
putes between employers and employees and their representatives. 
Hence, the National War Labor Board as an organization has had 
no experience whatever other than in the field of conflict between 
employer, management, and labor unions; and all of the cases it 
has handled have been cases where there has been an inability 
of those parties to agree. The Board’s jurisdiction has been 
enormously widened under the new wage and salary stabilization 
program. It now has jurisdiction over all salaries under $5,000 
a year, except for executive, administrative, and professional em- 
ployees, as defined in the Wage and Hour Act, and over all wages. 
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The distinction between wages and salaries is, in general, the dis- 
tinction which the average person would make. It depends largely 
upon the initial terms of the agreement concerning employment, 
and, typically, the wage earner is employed at an hourly or daily 
rate and salaried employees on a weekly or monthly basis. 

The Salary Stabilization Unit of the Bureau of Internal Reve- 
nue has jurisdiction over any increases in salaries paid to em- 
ployees receiving more than $5,000 per year, or to individuals 
employed in an administrative, executive, or professional capacity. 
There is the exception that if the executive, administrative, or 
professional employees are represented by labor unions or other 
bargaining agencies, their cases then come within the jurisdiction 
of the War Labor Board. 


Penalties for Violation 


The penalties for violation of the regulations are severe. First, 
the criminal penalty—a $1,000 fine or a year’s imprisonment, or 
both. The more important penalty, however, is the provision that 
if an increase or a decrease is found at any time to have been made 
in contravention of the Act of Congress or the Regulations issued 
thereunder, then the whole amount shall be disallowed for any 
purpose whatever insofar as it concerns the United States Gov- 
ernment, whether it be income tax computation, computation of 
costs for government contracts, or the computation of costs for 
fixing prices in connection with the Office of Price Administration. 
It should be noted that in the case of an unauthorized or illegal 
increase in wages or salaries, the amount which will be disallowed 
for the purpose of income tax, or other government purpose, is 
not just the amount of the increase but the entire amount of the 
payment. For example, if a man were increased illegally from 
$200 to $250 per month, the whole $250 would thereafter be dis- 
allowed under these regulations. 

Moreover, the regulations provide that the determination of the 
National War Labor Board or the Commissioner of Internal Reve- 
nue as to whether an increase or decrease is in contravention of 
the regulations “shall be final and shall not be subject to review 
by the Tax Court of the United States or by any court in any civil 
proceedings.” 
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The $25,000 Salary Limitation 

With respect to the $25,000 limitation provision, the only thing 
that was added to our understanding of this provision by the new 
regulations issued by the Bureau of Internal Revenue on Decem- 
ber 2, 1942 was provided by the so-called Hollywood Amendment, 
which states that unless payments were called for under the terms 
cf a bona fide contract in effect on October 3, 1942, no amount of 
salary for 1942 should be paid in excess of what would amount 
to approximately $67,200 for 1942, or in excess of the amount 
paid for 1941. The only help that we get from the new regula- 
tions on that point is that in order to be a bona fide contract for 
the purpose of the Hollywood Amendment, it must be a legally 
endorsable contract. 

Also, the new regulations give a little assistance on the problem 
of income from two or more sources. In connection with this 
$25,000 limitation, there is a provision that if an employee receives 
a salary from two or more sources, the total received by him is 
not to be in excess of an amount which, if paid to some abstract 
man with no dependents and no exemptions, would leave $25,000 
after income taxes. The regulations make it clear that the “two 
sources” feature does not become effective until 1943 (which is 
what had been supposed before) ; and that the “two sources” sec- 
tion will not be limited to cases where corporations are affiliated. 
There had been some thought under the Byrnes Regulation of 
October 27 that the restrictions limiting payments to $67,200 for 
1943 to an employee employed by several corporations might be 
confined to cases where all of the employers were affiliated or at 
least under common control. The Treasury regulations state that 
this is not the case and that it is contrary to the regulations for 
a man to receive more than $67,200 as salaries during 1943 even 
though he may have several non-affiliated employers. It is con- 
ceivable that an individual might be employed by several companies 
and that his employers individually might have no knowledge of 
his employment by and earnings from the other companies. Ob 
viously employers should investigate such possibilities and if an 
employee should be found to be employed by others, his allowed 
salary should be apportioned so as to keep it within the limit. 
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Adjustments Possible Without Approval 


Without doubt, the most important practical problem that all 
employers are faced with is that of determining what increases may 
be made without applying for the approval of any governmental 
agency. The consideration of that problem involves primarily 
General Orders 5 and 9 of the National War Labor Board, Sec- 
tion 4001.6 of the Regulations of Economic Stabilization Director 
Byrnes, and Section 1002.14 of the Salary Regulations issued by 
the Commissioner of Internal Revenue. Fortunately, the exemp- 
tions from the requirement of governmental approval are the 
same in both the wage and the salary field. 

Under the regulations cited, any increase, to be exempt from 
the requirement of approval, must meet two tests. First of all, 
it must be made in accordance with the terms of established wage or 
salary agreements or established wage or salary rate schedules. 
The first problem that arises, therefore, is that of determining 
what constitutes “established wage rate schedules” or “salary rate 
schedules.” There was some misapprehension at first that an 
employer who did not have a document in his files labeled “Wage 
Rate Schedule” or “Salary Rate Schedule” would be in dire straits. 
It is clear now that this is not the case. 

In other words, every firm does have an established wage or 
salary schedule whether it has ever been thought of as such or not. 
That is, for different classifications of work there are different 
rates. For instance, if there are as many as three or four sten- 
graphers, there are almost certain to be different rates for those 
stenographers. The beginner will ordinarily have a lower rate and 
the more experienced stenographer a higher rate. The range of 
rates within that particular group constitutes a salary rate schedule. 

In the second place, the increase in question must not only be in 
accordance with existing (or approved) compensation agreements 
or schedules, but must also meet one of several other tests, the 
two most important of which are that the increase either-repre- 
sent an individual promotion or reclassification or an individual 
merit increase within the established rate range for the position or 
job. (Subsections (a) and (b) of regulations cited above.) 

For promotion it seems reasonable to assume that there must 
be a change of jobs; for example, from stenographer to secre- 
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tary, or from typist to stenographer. Such a change would seem 
to be a reclassification and probably a promotion. Again there 
might be a promotion in which an employee would advance from 
assistant buyer to buyer; or from accounts receivable bookkeeper 
to general ledger bookkeeper. A reclassification might result from 
the transfer of an employee from one department having one set 
of rate ranges to another department having a higher schedule of 
rate ranges; for example, from the stenographic department to 
the cost department. 


Merit Increases 


Another common case involves the question of individual 
merit increases within an established rate range. An increase, to 
be authorized, must be incident to the terms of an established wage 
or salary rate schedule and must be for individual merit and the 
increase must be within the established rate range. Taking the 
case of the stenographer again, as an example, where there are 
several stenographers there may be established salary rates rang- 
ing from $90 a month up to $150 a month on October 27, which 
is the basic date for that type of salary. That would mean that 
if it could be shown that a stenographer receiving $100 per month 
had increased in skill or productivity, she could be given an in- 
crease without approval—theoretically up to the top rate of $150 
per month. Of course there would have to be quite a decided im- 
provement to justify a jump from $100 to $150; however, it would 
seem likely that a reasonable increase from $100 to perhaps $110 
or $115 would be justified. It is important to remember that the 
“established wage schedule” or “established salary schedule” means 
the schedule which was in effect on the basic date. Increases be- 
yond those rate ranges cannot be made without approval. In the 
example of the stenographers mentioned above, the girl making 
$150 per month on October 27 could not be given a merit increase 
without approval because she is at the top of the rate range. If 
she were promoted to a new job, or transferred to a new classi- 
fication so that she would become a member of a group having 
a higher rate range, an increase would be in order provided the 
established rate for her new job were in excess of $150 per month. 

Subsection c of General Order No. 5 speaks of the operation 
of an established plan of wage increases based on length of serv 
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ice. It is clearly evident that where an employer has an estab- 
lished plan, whether by custom or by union agreement, of giving 
specific increases after certain definite periods of employment 
such increases are permissible without approval. 


Piece Work 


Subsection d of General Order No. 5 removes from the require- 
ment of governmental approval wage adjustments made in accord- 
ance with an established wage agreement or established wage rate 
schedule and as a result of “increased productivity under piece- 
work or incentive plans.” There was at first considerable dif- 
ference of opinion as to the meaning of this language, some ven- 
turing the view that piece-work rates could be juggled freely as 
long as one could show that the result was an increase in produc- 
tion. It is believed, however, that the sole purpose of this pro- 
vision is to recognize the obvious fact that no violation of the 
regulations is indicated because an employee, working on a piece- 
work basis, receives higher wages in December, 1942 than he did 
in September, 1942, because of increased productivity. In short, 
an employee is entitled to continue to receive compensation on the 
basis of the piece-work rates in effect on October 3, 1942, even 
though his daily or weekly compensation may be considerably 
increased because of increased efficiency on his part. 

The final subsection under these exceptions from the require- 
ment of approval relates to an increase given incident to the opera- 
tion of an apprentice or trainee system. If an employer had an 
established plan under which apprentices or trainees- were paid 
learners’ wages during the course of their apprenticeship and in- 
creased to regular workers’ wage upon completion of their training 
period, the continuance of such a plan is, of course, proper, and 
such increases could be given without approval. 

The theory of these exceptions is pretty sound as applied to 
larger plants. In other words, if you have a large enough group 
of employees, you are likely to have a wide variety of rate ranges 
so that you can attain considerable flexibility by operating within 
those ranges and giving merit increases and increases by reason of 
promotion and reclassification. However, when it comes to a smal- 
ler plant, real difficulties arise because frequently there will be 
only two or three persons in a particular job or department and 
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the ranges in rate may be very small. Those people, it seems, 
are unjustifiably penalized by the provisions of this regulation, 
In order to give any increase to them, even though their rate may 
be considerably less than the rate of a neighboring larger plant, 
the approval of the National War Labor Board must be obtained. 


Procedure Where Approval Required 


Consideration will now be given to the situations where ap- 
proval is necessary to effect wage and salary adjustments not 
involving the $25,000 salary limitation provision. It has already 
been mentioned that the Wage and Hour Division of the Depart- 
ment of Labor acts as an adjunct to the National War Labor 
Board. This, it would seem, was a very intelligent move because 
there are a large number of these Wage and Hour Division offices 
which have been functioning for several years and have built up 
staffs which are familiar with records of employers and to a large 
extent familiar with rates. : 

If you want to put an increase into effect which requires ap- 
proval, your contact is with the Wage and Hour office—not with 
the regional office of the War Labor Board. In fact, the Wage 
and Hour Division office will be glad to review any question you 
have to see whether approval is required or not. In other words, 
you aren’t compelled to take your chances on deciding whether 
a certain increase you have in mind requires approval or not. They 
will decide it for you if you want to submit it to them. You 
have, however, a right to make up your own mind and see what 
happens later. If you want to, you can file Form 1—a very simple 
form—with the Wage and Hour Division, giving a statement of 
necessary facts and asking for a ruling as to whether approval 
of the National War Labor Board is required. 

If the Wage and Hour Division rules that a proposed increase 
does require approval of the National War Labor Board, or if 
the employer decides for himself that approval is required, the 
employer has the job of preparing Form 10, which is a rather 
imposing document. The first “rainbow edition” of this form, 
six copies of which were to be prepared, each copy of a different 
color, has recently been superseded by a revised edition, to be 
prepared in quadruplicate, each copy on white paper. The new 
form looks less complicated than the earlier form; actually its 
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preparation requires far more detailed data and far more effort 
than did the preparation of its predecessor. 

Ordinarily, too, if the increase affects any substantial number 
of employees, it is advisable to supplement this form with detailed 
statements and schedules, to show why the increases proposed are 
proper under the Wage-Salary Stabilization Program. 

Form 10 must be filed through the Wage and Hour Division 
office if a voluntray adjustment is involved; it cannot be filed 
directly with the National War Labor Board. The Wage and 
Hour Division will not forward the form until it is complete and 
adequate in the judgment of the Wage and Hour Division office. 
However, the Wage and Hour Division office plays no part what- 
ever in investigating or ruling upon the application. 

The National War Labor Board has repeatedly declared its 
intention, in passing upon wage increase questions, to abide 
strictly by the terms of the President’s directive to it in Executive 
Order 9250, as follows: “The National War Labor Board shall 
not approve any increases in the wage rates prevailing on Sep- 
tember 15, 1942, unless such increase is necessary to correct 
maladjustments or inequalities, to eliminate substandards of liv- 
ing, to correct gross inequities, or to aid in the effective prosecution 
of the war.” 


Increases to Correct Maladjustments and Inequalities 


The term “maladjustment”, while at first glance vague and in- 
definite, has been given a very definite meaning by the National 
War Labor Board. A maladjustment exists when the general 
wage rates for a particular group or bargaining unit of employees 
have not increased by 15 per cent since January 1, 1941. This 
is the “Little Steel formula” which was evolved by the Board 
last summer, and which has been applied in a good many cases 
since that time, particularly since the issuance of the regulations 
under consideration. If it can be shown that the bargaining unit’s 
general wage rates as a whole have not risen by 15 per cent since 
January 1, 1941, no extended statement is ordinarily necessary, 
and an increase up to the 15 per cent level will be approved by the 
Board almost as a matter of course, except in unusual situations 
where the effect of any increase might be to “unstabilize” other 
wage rates in the area. 
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The other salient terms—‘inequalities” and “gross inequities” 
—are fundamentally vague. They have been defined by the Board 
as “unusual or unreasonable individual or occupational rate dif- 
ferences,” either within the same plant or as compared with rates 
received in other establishments “doing comparable work in the 
same community.” Undoubtedly the majority of the applications 
presently being filed with the National War Labor Board are based 
upon the necessity of correcting inequalities or gross inequities. 
Any careful consideration of any such application obviously re- 
quires detailed study of the wage rates of the applicant, and usu- 
ally comparison with other rates in the industry or industrial area. 

Very few applications have been filed based upon the elimination 
of “substandards of living,” and the Board has taken the position 
with reference to the “effective prosecution of the war” excep- 
tion that it will not of its own initiative approve increases for the 
purpose of influencing or directing the flow of manpower. 


When the program was first announced last fall, the Board ap- 
parently contemplated deciding all of the more important Form 10 
applications itself, with the assistance of its regional offices. It 
immediately became apparent, however, that this would create the 
worst kind of “bottlenecks.” Therefore, in January, 1943, twelve 
Regional War Labor Boards were established throughout the 
country, each, like the parent Board, being composed of an equal 
number of public representatives, employer representatives, and 
labor representatives. At the same time a Regional Wage Stabili- 
zation Director was appointed for each of the twelve regional 
offices. 

Under the recently revised manual entitled “Jurisdiction and 
Procedure of Regional War Labor Boards,” the Regional Wage 
Stabilization Directors occupy a position of paramount impor- 
tance in the administration of the wage stabilization program. 
Each Regional Wage Stabilization Director has the assistance 
of a staff of wage analysts for the purpose of compiling wage 
rate data and reviewing applications based upon the elimination 
of inequalities and gross inequities. 
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Authority and Procedure 


In all cases where the application for an increase in compensa- 
tion is voluntary on the part of the employer, either having been 
taken upon his own initiative or by agreement with representatives 
of his employees, the Regional Wage Stabilization Director has 
final authority to rule upon any application involving employers 
of not more than 100 employees, or involving wage adjustments 
(regardless of the size of the employing unit) not exceeding 5¢ 
per hour, if not more than 5 per cent of the total number of em- 
ployees in the plant will be affected. In addition, he has final 
authority to rule upon applications to correct maladjustments, re- 
gardless of the size of the employing unit, if the employer is 
engaged in any one of 29 key industries. In all other cases, a 
ruling is made upon the application by the Regional War Labor 
Board, but the Regional Wage Stabilization Director makes recom- 
mendations to that body on the basis of his staff’s analysis of the 
application. 

No decision of the Regional War Labor Board takes effect until 
ten days after it has been filed with the National War Labor Board 
itself in Washington, thus giving the parent body the opportunity 
to order the case before it for review in the event the Regional 
Board’s decision does not appear to be in accordance with the 
parent Board’s policies. 

As indicated above, the principal function of the National War 
Labor Board, prior to October, 1942, had been to promote unin- 
terrupted flow of war materials by avoiding stoppace of work due 
to disputes between management and labor, usually over wages. 
This object was often achieved by the exercise of considerable 
compulsion upon both management and labor to agree upon the 
terms of a wage increase. In many cases, agreement was brought 
about, and if there was an agreement, regardless of whether the 
new rates would be abnormally high in the community, the Board 
had discharged its function. If no agreement could be reached, 
it was incumbent upon the Board to hand down a decision as to 
what, if any, wage increase should be made. 

The function of the Board was drastically changed in October, 
1942, when it was directed not merely to preserve harmony be- 
tween management and labor, but to exercise control over all wage 
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earners and the great bulk of salaried employees, and to approve 
increases in wage or salary rates only in exceptional cases. The 
result was an immediate change in the tone and trend of the 
Board’s decisions. A brief statement of three typical cases de- 
cided by the Board during the first few weeks of the present 
stabilization program will illustrate the changed attitude. 


The Staley Manufacturing Co. Case 


The first case involved the Staley Manufacturing Company of 
Painesville, Ohio. The Staley Manufacturing Company processes 
soybeans and the case involved a small plant employing about 55 
workers. In the summer of 1942 the union wanted an increase 
of about 10 cents an hour. The company took the position that 
they had paid more than a 15 per cent increase in wage rates since 
January 1, 1941, and refused to grant the latest request of the 
union. While the argument was going on between the union and 
the company on the question of the increase, the workers began to 
leave the Staley plant and to go over to the Diamond Alkali Com- 
pany close by, which had a higher starting rate. The Staley Com- 
pany changed its mind then and agreed with the union that it 
would give a six cent wage increase. But meanwhile the economic 
stabilization program had come into effect, and the company, which 
could have given any increase it wanted to when the matter was 
first broached, found itself with the problem of approval by the 
National War Labor Board. If that case had been decided the 
latter part of September, the six cents an hour increase probably 
would have been granted, but unfortunately for the company and 
the union, it did not come up before the War Labor Board until 
after the new regulations were issued in October. The case was 
held up for decision until the early part of November and at that 
time the National War Labor Board voted against approving the 
increase. The language that they used, I think, is of some interest. 

Dean Morse, one of the public members, is one of the most 
active members of the Board. He is the former Dean of the 
Oregon Law School and has been, perhaps, the most active public 
member of the National War Labor Board since its organization. 
Dean Morse noted that the company had requested approval of 
this increase because it faced a manpower shortage. His opinion 
read as follows: 
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“However, the National War Labor Board has announced 
as a matter of policy that it will not on its own initiative ap- 
prove wage increases for the purpose of influencing or direct- 
ing the flow of manpower. 

“It is obvious that if the Board should attempt on its own 
initiative to remedy manpower shortages by granting wage in- 
creases whenever an employer alleges that his workmen are 
leaving his plant for higher paid jobs, the effect would be 
to accelerate a spiral movement of inflationary wage in- 
creases. 

“It should be recognized by all concerned that when parties 
to a wage agreement ask the National War Labor Board to 
approve a wage increase on the sole ground that the increase 
is necessary to prevent men from going to another war plant, 
they ask the Board in fact to rule that the men should remain 
at the plant in preference to going to some other plant.” 


The increase was turned down even though both the company 
and the union had agreed upon it. That seems to show that if 
you want the War Labor Board to approve an increase, you 
shouldn’t bear down too hard on the fact that your men are leaving 
to go to another war plant. 


The Joy Manufacturing Co. Case 


Another case involved rather important war work and was de- 
cided on November 20, 1942. This involved the Joy Manufactur- 
ing Co. of Franklin, Pennsylvania. The Navy Department 
had notified the company that it was of paramount necessity to 
the war program for the company to accelerate plant production 
schedules. The company needed additional men to accomplish 
this, and therefore agreed with the union that they would put into 
effect a nine cents an hour increase to attract additional employees. 
They put the increase up to the Board for approval. This case 
was heard, as practically all cases have been heard, in Washington 
before a panel. It was a tri-partite panel composed of representa- 
tives of the public, labor, and employers. The National War Labor 
Board policy usually has been to adopt the report of the panel. 
There have been cases where they modified the report or have writ- 
ten their own opinions, but usually they simply approve the report 
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of the panels. In the panel’s report it was said that the challenge 
presented by this case was: 

“Would the war effort be better served by upsetting the 
wage structure of the area here concerned so that this com- 
pany could get additional employees and complete its critical 
Navy contract on time, or by stabilizing wages in the area 
with the knowledge that as a result this company might not 
be able to hire needed men? 

“The panel has given the most thorough consideration that 
time and the urgency of the problem permitted to the 
testimony presented by the parties and by the representatives 
of the Navy Department” (note that the company got the 
Navy Department to come in to state the fact that the work 
they were doing was of very vital importance) “and is cogni- 
zant of the vital and unique role which this company is play- 
ing in the prosecution of the war. However, the parties’ re- 
quest that the increase be approved to solve their manpower 
problem runs counter to Board policy . . . . and the panel 
recommends that this wage agreement be disapproved.” 


This report of the panel was adopted by the Board and the o¢ 
hourly increase which had been agreed upon between the com- 
pany and the union was denied, although permission was given 
for an increase of 4%4¢ per hour as being within the “Little Steel 
form ” 


The Owens-Illinois Can Co. Case 


A third decision of interest is that involving the Owens-IIlinois 
Can Company plant, of Baltimore, Maryland, where the Board 
approved an 11¢ hourly general increase for approximately 680 
employees, on the ground that such increase was necessary to 
correct inequalities between the company’s rates and others in 
the Baltimore area. In the course of the testimony it developed 
that there had been a 123 per cent turnover in labor since January 
1942, in the Baltimore plant, which the company attributed to its 
sub-normal rates. 

Here the Board approved an 11¢ increase, entirely on the 
basis of elimination of inequalities. The ruling was quite dif- 
ferent from those in the previous two cases, where there was 4 
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similar showing of manpower shortage and labor turnover. The 
significant difference is that in the Owens-Illinois case, all of the 
evidence supported the claim of inequality and the fact that the 
company’s rates were abnormally low as compared with others 
in the area. In the Staley case, while the company showed that 
one or two other plants in the area were paying higher rates, it 
also appeared that the Staley rates were considerably higher than 
those of many other employers in the same area, with the result 
that there was no showing of an “unusual or unreasonable differ- 
ence” such as to constitute a recognized “inequality.” 


Recent Cases 


Since early February, 1943, an even stiffer attitude on the 
question of wage increases has been taken by the National War 
Labor Board itself in its decisions, and has been reflected in de- 
cisions of Regional Wage Stabilization Directors and Regional 
War Labor Boards. As evidenced by the parent Board's decisions 
in the meat packing house cases and the West Coast Aircraft plant 
cases, the employer members and a majority of the public members 
of the Board have determined to scrutinize very carefully appli- 
cations based upon claimed inequalities, and to modify or reject 
such applications except in very clear cases. 

The opinions in the West Coast Aircraft plant case, where Dean 
Morse, a public member, joined with the labor members in out- 
spoken dissent, illustrate the inherently unsatisfactory nature of 
the terms “inequalities” and “gross inequities.” There is some 
evidence that the Board is now groping about for a more definite 
and more predictable formula so that there can be unanimity in 
the decisions of the Board, and so that employers and representa- 
tives of labor can more accurately determine whether any increase 
in rates is likely to be authorized. As the situation now stands, 
regional Board offices are being flooded with applications, many 
of which would not have been filed if the Board’s wage policy 
with respect to inequalities and gross inequities were more definite 
and intelligible. When these applications are denied, as many of 
them are certain to be if the wage stabilization program is to func- 
tion, there will be great discontent among the employees which 
could have been minimized or entirely avoided if the application 
had not been filed. 
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Salary Adjustments 

Turning to the field of salaries for executive, administrative, 
and professional employees, and all employees on a salary basis 
of more:than $5,000 per year, we find the same tests of malad- 
justments and inequalities set forth as determining the propriety 
of proposed increases. Generally speaking, however, the Salary 
Stabilization Unit offices, of which there are thirteen throughout 
the country, have been slow to find any justification for an in- 
crease in a salary already above $5,000 per year. 

While the vague term “inequality” is even more unsatisfctory 
as applied to the executive field because it is even more difficult to 
determine prevailing rates for “comparable work,” the Salary 
Stabilization Unit offices in general have managed to keep remark- 
ably well abreast of the applications filed with them. This is due 
particularly to the obvious fact that the number of employees un- 
der their jurisdiction is small in comparison with the vast total 
of wage earners and non-executive salaried employees whose pay 
increases are within the jurisdiction of the War Labor Board 
offices. Moreover, the applications filed with the Salary Stabiliza- 
tion Unit offices are typically for a comparatively small number of 
employees, and it is feasible to secure the necessary comparative 
data within a reasonable time. 


Conclusions 

Viewing these wage-salary regulations on the whole, they repre- 
sent a commendable attempt to avoid the injustices and manifold 
problems which would be involved in any “freezing” of compen- 
sation, but at the same time to stabilize wages and salaries as a 
whole at their October, 1942, levels. The underlying theory is 
sound enough, but it is a stupendous project, and is being put to 
the test of practical operation under extremely difficult conditions, 
and without adequate preparation. The question might be said 
to be whether a condition of “normalcy” can be legislated into 
existence at a time when every circumstance of our economic life 
is abnormal, and particularly when our supply of manpower has 
been strained almost to the breaking point, with resulting pres- 
sures for increases in wage levels. 
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On the other hand, a cooperative attitude on the part of both 
employers and employees, brought about by the war and a com- 
mon recognition of the dangers of uncontrolled inflation, should 
favor the success of the program. If a greater degree of certainty 
can be brought about through a more positive definition of the 
phrase “inequalities and gross inequities,” or by replacing this 
phrase with some more definite formula ; if the “bottlenecks,” par- 
ticularly in the War Labor Board field, can be at least widened so 
that the whole system does not fall of its own weight ; and if Ger- 
many can be defeated by 1944— it seems reasonable to believe that 
the objectives of the economic stabilization program, of which 
these wage-salary regulations are such an important part, will be 
substantially achieved. 
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HERE IS A CROSS 


YOU 


CAN HELP BEAR 


cee . Send to 
care of your local cagtar. 


When he needs you most...Red Cross is at his side 


1943 RED CROSS WAR FUND: 


| 
. e Sure, we have some inconveniences here at home... 
ae what with rationing, higher taxes, increased living costs 
and the like. 
“4 e But we're not dodging bullets, or running out from 
a under bombs, or sleeping in mud, or wondering when 
4g a torpedo will strike. 
e.To carry on its work with our armed forces, the Red 
Cross this year needs a greater amount of help than 
eis ever before. Today the nation is being asked to give 
$125,000,000. 
7 e Will you help bear this cross . . . this Red Cross . . . by 
Remember... 
= ed Cross is the one agency of mercy and help that 
> follows our boys wherever they go. 
e Give... | 


